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KEY ECONOMIC INDICATORS: COLOMBIA 
All values in million of U.S. $ unless otherwise stated 


ITEM 
. sChange* 
INCOME, PRODUCTION, EMPLOYMENT 1980/79 


GNP at current prices 
GNP at constant prices (1970) 
Per Capita GNP, current prices (US$) 
Commodity Production (Millions of units) 
Coffee (60 Kilo bags) (Coffee Year) 
Crude Oil (barrels) 
Cement (metric tons) 
Steel (metric tons) 


Indices (1970 = 100) 


Production 846.0 800.3 
Employment 327.0 128.7 
Avg. Labor Productivity 666.1 621.8 
Avg. Real Industrial Wage 84.1 88.8 
Unemployment Rate 4 cities + BZA 8.6 
Unemployment Rate 7 cities ns te es 8.9 


MONEY & PRICES (Millions Pesos) 
Money Suppiy 173,561 Jul 167,637 Dec 
Public Debt Outstanding (US$ Millions) N.A. 3,806.6 June 
External Debt (inc Govt Guarant'd) N.A. 3,389.7 June 
Rediscount Rate, Central Bank 18.0% 18.0% 
Interest Rate, Commercial Bank (nominal) 24-30% 24-28% 
Price Indices 
Consumer (1970= 100) 149.6 Jun 129.8 
Wholesale (1979 =100) 798.0 Apr 739.1 
Dollar Exchange Rate 47.20 June 44.0 


BALANCE OF PAYMENTS AND TRADE 


Gross Reserves 4,584.0 May 4,114.0 Dec 

Balance of Trade -159.7 Mar -1,267.0 Dec ~ 

Exports, Registration (not actual exports) 1,005.5 Mar 3,362.3 Dec 29.9 
Coffee 665.8 Mar 2,024.9 Dec 25.8 
Exports to U.S. 298.7 Mar 942.8 Dec 19.2 

Import Registrations (not actual imports) 1,329.8 Mar 4,629.7 Dec 27.7 
Imports from U.S. 488.1 Mar 1,946.7 Dec 28.2 
U.S. Share 36.7%: 42.1% - 
Other Main Suppliers 


Japan 
Brazil 
West Germany 
France 
Spain 


100.7 Mar 
81.2 Mar 
77.1 Mar 
38.6 Mar 
49.4 Mar 


333.0 
268.9 
297.4 
168.4 
125.6 


Dec 
Dec 
Dec 
Dec 
Dec 


20.6 
366.3 
-8.9 
24.8 
64.8 


Main Imports from U.S. in 1978: Cereal us$94.43 Minerals fuels US$57.2; 

Iron & Steel US$192.9; Vehicles US$101.7; Electrical machinery US$284.3; 
Organic Chemicals US$170.6. 
E Estimate P Preliminary 
*Same period previous year 
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Summary 


Colombia experienced good economic growth in 1979, although the 
rate of advance was lower than first estimates. Real GNP grew by 
just over 5 percent. The GNP growth rate in 1980 should approxi- 
mate the 1979 rate. The advance this year should be fairly 

evenly spread throughout all sectors of the economy. Inflation, 
which shot up in 1979 to an annual rate of 29.7 percent from a 
17.8 percent rate in 1978, might well exceed 30 percent in 1980. 
The Government has started to relax some of its monetary controls 
and has also apparently begun to make significant investment out- 
lays. This should stimulate economic activity but at the risk of 
a slightly higher inflation rate. Continued high world coffee 
prices and large inflows of foreign exchange through the service 
account (mainly from contraband drug exports) raised foreign ex- 
change reserves to a record level of over $4.6 billion in June 
1980. Reserves should be well over $5 billion by year's end. The 
United States is Colombia's main trading partner. This means with 
imports expected to be in the vicinity of $5 billion in 1980, 
prospects for increased sales of U.S. goods and services to 
Colombia are excellent. 


Current Economic Situation and Trends 


Output and Growth 


Revised data indicate that Colombia's GNP growth rates during the 
last 2 years have been lower than previously announced. The real 
growth rate for 1979 was probably just over 5 percent (compared 
to an initial estimate of between 6 and 7 percent) and 7 percent 
in 1978 (compared to the initial estimate of from 8 to 8.9 per- 
cent). The outlook for 1980 is for a levelling off at around 

the 5 percent level. The economic advance this year should be 
fairly evenly spread throughout all sectors of the economy. This 
year, cotton, sugar and rice appear to be doing very well. Con- 
struction activity is up and retail sales continue strong. Indus- 
trial activity remains at high levels although this activity may 
have peaked. The economic growth that Colombia is experiencing 
has been fueled by strong consumer demand partly because the 
large and important coffee sector is still reaping the benefits 
derived from high world coffee prices and partly because rises 

in workers' wages are keeping pace with inflation. In line with 
Colombia's policy of stabilizing annual coffee production at 
around a 12 million 60 kilo bag level, coffee production in 

1980 will probably vary only slightly from last year's of 12.2 
million bags. 


Inflation and Stabilization 


Since 1975, the Government's top economic priority has been at- 
tempting to control domestic inflation. After bringing the offi- 
cial rate down to just under 18 percent in 1978, inflation shot 
up to 29.7 percent in 1979, and could easily exceed 30 percent in 
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1980. As has been the case since 1975, a high money supply growth 
rate has been a prime factor behind the 15.3 inflation rate during 
the first 6 months of 1980. Other contributing factors this year 
are: a minor drought which has adversely affected production of 
food staples, large wage settlements, and the passing through to 
the public in May of the December 1979 OPEC increase in the price 
of crude oil. Subsequent OPEC price rises still must be passed 
on. 


The Government has had only limited control over money supply 
which has been swollen by the monetization (i.e., conversion to 
pesos) of foreign exchange gained from rising coffee exports and 
contraband exports of marijuana, cocaine and other narcotics. 
Another source of external pressure has been the differential be- 
tween U.S. and Colombian interest rates. This has induced pri- 
vate borrowing in dollars, which are then converted into pesos 
for short-term lending in the peso market and subsequently re- 
converted into dollars to pay off the original short-term dollar 
debt. With the Colombian effective rate as high as 12 percent 
above the U.S. rate in recent years (1978), even after peso 
depreciation and commissions are taken into account, a net profit 
can be turned. The economic effect is that the short-term dollar 
loans thereby made to the economy serve little useful purpose, 
while (so long as they continue to grow) adding to inflationary 
pressures. 


In its anti-inflation program, two prime tools used by the Gov- 
ernment have been tight credit policies and slow implementation 

of public sector investment programs. These policies may be 
changing. In June, the Monetary Board (supreme monetary author- 
ity) issued several resolutions aimed at relaxing credit restric- 
tions and bringing down interest rates. It also appears that the 
Government has begun large scale spending on its ambitious devel- 
opment program -- contractors with long standing accounts receiv- 
ables from the Government will soon receive these overdue payments 
and contracts on new projects will be let. 


This should mean that private investment, sluggish for some time 
now for many industries, will pick up, but with some lag reflect- 
ing near-term uncertainties. 


The Turbay Administration's Development Program 


The administration of President Julio Cesar Turbay has moved cau- 
tiously in obligating investment outlays for fear of fueling infla- 
tion, but at the same time it has worked hard in preparing its 
development program -- the National Integration Program (PIN). 
Under the PIN, the Government's development strategy is one of 
integrating regional centers into a national market by providing 
expanded and improved transportation and communications facilities 
together with greater incentives for non-coffee exports. The PIN 
calls for over $20 billion in government investment during the 
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1979-1982 period. The Turbay Administration has negotiated almost 
$6 billion in external financing required by the PIN. Most of 
this external financing will be used on projects in the areas of 
hydroelectric power, transportation, water supply and communica- 
tions. Of the remainder, half will go for industrial projects 

and the other half to projects in education, nutrition, agricul- 
ture and urban development. 


Foreign Trade and the Balance of Payments 


Prior to the coffee "bonanza" (which began in the mid-1970's) and 
income from the drug trade (which mainly shows up in the service 
accounts), Colombia traditionally suffered balance of payments 
difficulties. Since December 1974, however, foreign reserves 
have increased over nine-fold, to $4.6 billion by mid-June 1980, 
well over a year's import bill. Coffee remains Colombia's prin- 
cipal foreign exchange earner. In recent years, the National 
Coffee Federation (a quasi-governmental agency) has made a major 
and successful effort to boost the volume of coffee exports. 

The results have been notable: from a 1969-77 average of 6.6 
million 60 kilo bags a year, coffee exports rose to 11.1 million 
bags in 1979 and they should continue at. that level in 1980. 


The Government has allowed imports to grow at fairly rapid levels. 
One aim of this policy has been to stimulate the importation of 
capital goods which should lead to greater industrial productiv- 
ity. At the same time increased importation of consumer goods 

has been allowed as a weapon in the battle against inflation. 


Import registrations were up 27.7 percent (to $4.6 billion) in 
1979 over the 1978 level and may be up significantly in 1980. In 
the case of imports from the United States, however, the data must 
be treated with caution. It has been estimated that some 15 per- 
cent of total import registrations from the United States may not 
be completed in receipt of physical goods. This is because many 
importers routinely use the registration process as a "legal" 
mechanism for obtaining dollar loans which are then put on other 
uses than for importation of the goods in question. 


The outlook for Colombia's balance of payments in 1980 is for a 
surplus of between $900 million and $1.4 billion. While Colombia 
should not have major balance of payments problems for the next 
several years, it does have a problem of coping with riches. It 
wants to develop export markets for its manufactures but these 
are becoming increasingly less competitive in world markets 
because of the high rate of domestic inflation and the relatively 
slow pace of peso devaluation. 


Implications for the United States Trade 


Three factors indicate that Colombia's import sector will show 
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significant growth through the remainder of 1980: 


a) Government action to implement the PIN will stimulate an 
increase in capital goods imports; 


b) Government action to stem the rising tide in imports of 
luxury goods is highly unlikely in view of Colombia's strong 
reserves position; 


c) Continuing inflationary pressures. 
Best prospects for increased U.S. sales to Colombia are: 


1. Electrical Energy Systems: The Government's top 
development priority is electrification; installed 
hydroelectric capacity is expected to more than 
double to 11,000 MW by 1985, generating large equipment 
imports. Best opportunities are for turbines over 60 
MW, distribution transformers up to 500 kVA, power 
transformers over 1,000 kVA and more than 35,000 volts, 
and other equipment, such as generators, dynamos, 
industrial circuit breakers and allied apparatus. 


Telecommunications Equipment: The telecommunications 
sector has been accorded second priority within the 
Government's development program, and $1.5 billion are 
scheduled to be spent over the next 4 years on such 
projects as satellite communications, color television 


transmission, expansion of many local telephone systems, 
and a variety of national telecommunications projects. 


Equipment and Engineering Services for the Mining and 
Petroleum Sectors: Oil exploration and drilling, pipe- 
line construction, and developmental costs of existing 
and new fields as well as exploitation of large coal and 
nickel deposits may lead to $2 billion in capital 

goods imports by the mid-1980's. Specific possibilities 
include large earth moving and processing equipment, 
specialized bits, drills, reamers and assorted safety 
devices. 


Metalworking Machinery and Equipment: The likelihood 
of increased steel production facilities and diversifi- 
cation in the automotive and related supply industries, 
will lead the advance. The best sales prospects are 
rolling mill and continuous casting equipment, presses, 
pneumatic tools and welding equipment. 


* U. S. GOVERNMENT PRINTING OFFICE : 1980—341-007/322 





ye amas 
2 ae 


PA Cage 
TOUR OF 
POTENTIAL 
MARKETS 
WITH 


eH as 
HUA Ss 
REPORTS 


TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


e trade patterns 

e industry trends 

e distribution channels 

© transportation facilities 

e trade regulations 

© prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


e foreign trade 
foreign investment 
finances 
economy 
basic economic facilities 
natural resources 
population 


SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to al/ major 


trading countries. 


VIEW other special reports such as: 


© Appraisal of China’s Foreign Trade Policy 

e Basic Data on the Economy of the Soviet Union 
e A Business Guide to European Common Market 
a 


A Guide to End Users and Research Organizations 
in Hungary 
© Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 


the coupon below. 


(Single copies are available for $1.25 each from the Publication Sales Branch, Room 1617, 
U.S. Department of Co: 


mmerce, Washington, D.C. 20230.) 


(please detach here) 


SUBSCRIPTION ORDER FORM 


ENTER MY SUBSCRIPTION TO OVERSEAS 
BUSINESS REPORTS at $40 a year. 
Add $10 for foreign mailing. 


Send Subscription to: 


its possessions. 


NAME—FIRST, LAST 


No additional postage is required for 
mailing within the United States or 


( Remittance Enclosed 
(Make checks payable 
to Superintendent of 
Documents) 


0) Charge to my Deposit 
Account No. 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS 


STATE 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 








w 


